The economic growth of a country depends on several factors which can be both macro and micro economics. The financial sector and more precisely the banking sector contributes in a non negligible part to this growth. This paper starts by analyzing the performance and the part of the Togolese banking sector in the economy by pointing out the challenges and risks that the sector faced the last few years. The paper then examined and evaluated the performance and the risk factors of the Ecobank -Togo from the period 2005 to 2010 using 11 financial ratios divided into 4 groups namely profitability, liquidity, and risk and efficiency ratios. The results of the study shows that the banking sector in Togo is playing a very important role in the economy growth in term of the domestic credit and loans provided by this sector to support the private projects and the state activities, and also in term of the GDP growth. The results also show that ECOBANK-Togo performs well over the 5 past years in term of efficiency, profitability and liquidity although he has many risks to face.
Introduction
The bank by its role and activity of mobilizing funds from the public breathes some life to economic activity. This results in upstream by injecting cash flow into the economy is perceived by the downstream operators. Before the beginning of the 90s, the banking sector of Togo has experienced unprecedented prosperity that earned the system to be one of the best performing in West Africa. The banking landscape was characterized by 3 types of financial institutions namely, savings and credit banks, and savings and credit cooperatives -domestic and foreign banks -and the Central Bank of West African issuance and investment banks [1] . The socio-political crisis of the early 90 has considerably weakened the Togolese economy. This has led to a widespread financial crisis that has affected the gross domestic product (GDP) and various branches that generate income without mentioning traders and other individuals who have seen their business decline. To plug the leaks and boost the national economy, coffers of the public treasury as well as companies must be replenish hence the involvement of banking institutions.
Following the above assumptions the purpose of this study is to assess the role and the efficiency of the banking sector and its contribution to the Togolese economy growth as well as the main risks affecting that sector. To achieve this objective a quantitative approach based on the analysis of the financial ratios is undertaken with Ecobank -Togo as a case study. The main paper is structured as for the first part we introduce the paper, the second part review the literature about the Togolese bank sector, the third part is related to the main risks affecting the banking sector in Togo, the fourth part concern the case study of Ecobank -Togo, the fifth part shows the results and discussion and the last part conclude the whole paper.
Literature Review

The recent evolution of the banking sector in Togo
The Togolese banking system is characterized by a strong state presence and a reduced foreign participation. Governed by the Banking Law of the West African Monetary Union (WAMU), the Togolese banking sector mainly comprises fifteen banks which comprised 05 state owned and the state is sole shareholder. It includes "Union Togolaise de Banque" (UTB), "Banque Togolaise pour le Commerce et l'Industrie" (BTCI) and "Banque Togolaise de Développement" (BTD), which are investment banks and then come the credit institutions which are the People's Bank for Savings and "Banque Régionale de Solidarité" (BRS). The system mainly consists of five commercial banks, one development bank, one savings bank, four nonbank financial institutions, six insurance companies and two public social security funds [2] . The Togolese banking system is dominated by the five commercial banks and the development bank with the highest nominal capitalization, credit offered and network of branches throughout the country. Before the year 2000, the government holds the majority stake in the largest insurance company GTA, which controls nearly 40 percent of the market. In most of banks owned by state, the government has a strong influence over the management and holds majority ownership.
In the early 2000, due to development of the market and the decentralization of the financial sector promoted by the government, many financial institutions have arises ranging from the mutual savings and loan institution, and credit institutions to the informal ambulant moneylenders. But still the contribution of those financial institutions remains very small compared to the commercial banking sector. Some international private banks also were established to boost the financial sector of the country, and despite their small number, they compete strongly the public sector. Indeed they mobilize more funds in the private sector. It is no longer owned enterprises or parastatals and government officials who constitute the majority of their customers but the range is expanded to all social strata. Moreover, the presence in the financial sector of international banks is a considerable advantage especially in the financing of state projects and activities both at the macroeconomic level as in the private sector. The poor conditions related to the rapid growth of the credit in a context of stagnating economy activity, the limited access of the Togolese banks to the refinancing window and the liquidity problems in the Franc CFA zone, cause some banks to be unable to fulfill their engagement towards their clients and the central bank. It leads to severe losses in the Togolese banking system and cause the withdrawal of deposit by the clients and firms who sought to place their funds outside the country [3] .
The Part of the Banking Sector in the Economy Growth in Togo
The banking sector has always played a very determinant in economic growth in Togo. Its part of contribution in the realization of large development projects and the financing of private sector activities has steadily increased over the years 90's with a growing share in GDP. The credit is the primary service offered by banks to their customers which are the state, businesses, private, individuals and shareholders. The most affected among the lot of those concerned are small and medium enterprises or industries (SMEs) who are the most entrepreneurial credit applicants. In Togo, the activity of banks consist therefore of the lending operations in the short, medium and long term to businesses and individuals, then in the clearance operations and the payment of deposits or withdrawals of money from its customers. As a primordial actor of resources distribution at the macro level, the bank is then behaving like a lending capital institution. Its granting financial assistance to businesses of any size for a specific period of time with a payment of interest in proportion to the amount loaned. The economic development of a country, whatever its situation inevitably passes through the banking institutions; in 2004 the domestic banking sector has financed all by himself the Togolese GDP by 16% or nearly 174 billion FCFA. And statistics are progressing until 2006 with 183 billion in loans which is offered to customers, and nearly CFA 273 billion of deposits and loans which is registered. In 2007, domestic credit to private sector reached 21 percent of GDP which is higher than countries at similar income levels [4] . In term of domestic credits provided by the banking sector, the percentage of GDP is increasing sawtooth with sometimes a standing period of stability. Those credits include all credit to various sectors on a gross basis, with the exception of credit to the central government, which is net. The figure below shows the evolution of the domestic credit in percentage of GDP over the past years [2] [5] . As indication in the figure 1, the trend of the domestic credit in up and down showed a slight increase and decrease from the year 1990 to the early 2000. This can be explained by the socio-political crisis of the early 90 which has considerably weakened the Togolese economy. This has led to a widespread financial crisis that has affected the gross domestic product (GDP) and the various branches which generate income.
After a series of structural and banking reforms undertaken by the government, the financial sector has taken the breath that allowed the resumption of economic activity characterized by a significant increase in credit granted by the banking sector in term of GDP. This phenomenon is well illustrated through the table below which gives a key indicator of renewed growth [2] [4] . As we can see through the analysis of this table, all indicators point to normalization of the economic situation and a resumption of the banking activities. This is reflecting into a growing evolution of real GDP and the private credit to GDP ratio.
Risk Factors in Togolese Banking Sector: The Problem of Loan Recovery
The Togolese banking system is facing many problems, which exposes the sector to different levels of risk. Granting loans to finance both state projects and private activities being the main service offered by banks, the principal risk remains the recovery of the loans from customers and lending institutions. Add to that, Togo's banking system remains subject to strong government influence, with limited foreign participation and weak product diversification. The system suffers from a lack of solvency and liquidity, and management is inadequate in major public financial companies and many banks. A substantial number of loans issued to state-controlled companies or private businesses are considered to be non-performing.but as the banking sector goes, the amount of the nonperforming loans is diminishing subsequently as it's shown in figure 3 [5] . The bad financial situation of the banks in the late 90's and early 2000 was worsened by the increasing recourse of the state to bank credit to finance the budget deficits reflecting the persistent cash-flow difficulties of the government and some key public enterprises. The concentration of bank credits in a few major public enterprises, in contradiction of the prudential ratio on the dispersion of risk, and the failure of some of these enterprises to service or repay these loans, further increased the proportion of nonperforming assets. Significant progress in reforms was achieved under the ERGG. Government moved quickly to implement public finance management measures: the elimination of unbudgeted payments, monthly monitoring of budget execution, allowing more time to analyze fiscal data and permitting better and more timely decision-making. A new General Inspectorate of Finance (Inspection générale des finances) was established to handle regular ex-post inspections of expenditures as well as specific investigative assignments.
Case Study: Risk Factors and Efficiency Measurement of Ecobank -Togo
Overview of the ECOBANK transnational incorporated
Ecobank Transnational Incorporated (ETI) is the holding company of the Ecobank Group -the leading independent regional banking group in sub-Saharan Africa and signs his presence in more African countries than any other bank. Established from inception as a regional bank holding company in 1985, ETI has grown to a group with 32 subsidiaries, over 500 branches, and over 8,000 employees across 25 west, central, southern and east African countries. The principal business of the company is the provision of banking and financial services through its subsidiaries. The Company enjoys special fiscal, exchange control and legal rights under an agreement with the Government of Togo. For the year ended 31 December 2007, ETI generated consolidated gross revenues of US$544.0 million and profit after tax of US$138.9 million from its wholesale, retail and investment banking businesses. At the end of December 2007, ETI had total assets of US$6,550.2 million and shareholders' funds of US$513.6 million. The Ecobank Group operates under the Ecobank brand name in all of its banking operations [6] .
The main risks affecting ECOBANK -TOGO: a brief analysis
The whole banking sector in Togo is facing different kinds of risks. Ecobank Transnational Incorporated -Togo (ETI -TOGO) is not spare of those risks. Some of the risks below represent uncertainties which sometimes arise or have the likelihood to arise, but credit risks, operational risks and acquisition risks remain the most important risks the bank can face. Although the Group ordinarily estimates the net realizable value of collateral on the basis of which it provides for bad and doubtful debts, the absence of additional statistical, corporate and financial information may decrease the accuracy of the Group's assessment of credit risk. This may increase the risk of borrower default and decrease the ability of the Group to enforce any security in respect of corresponding loans. The lack of credit bureaus further reinforces this risk. Even though some countries, including Nigeria and Ghana, have taken practical steps to encourage the establishment of central credit bureaus, these institutions are yet to be fully operational to meet the needs of their major clients, including the Group. As the Group continues to pursue a proactive approach to expand its retail business, its credit risks could increase. Credit risks are higher in many African countries due to the greater uncertainty of their regulatory, political, legal and economic environment. Contract enforcement challenges could have material adverse effect on the quality of loans and expose the Group to higher risks and potential losses. Ecobank depends significantly on its information technology systems to process a large number of transactions on an accurate and timely basis, and to store and process substantially the entire Group's business and operating data. The proper functioning of the Group's financial control, risk management, credit analysis and reporting, accounting, customer service and other information technology systems, as well as the communication networks between its branches and main data processing centers, are critical to its business and ability to compete effectively. Any mishap to the Group's information technology systems could materially affect relations with clients and lead to direct or indirect financial losses, including missed opportunities for the Group.
Data and methodology
This case is aimed to assess the financial performance of the ECOBANK-Togo using accounting ratios. Data for each year have been compiled from the income statements and balance sheets of the bank from the period 2005 to 2010. Various indexes have been provided by financial management theories for measuring bank's performance, in our case 11 financial ratios will be used. These financial ratios are categorized into 4 groups namely profitability, liquidity, risk and efficiency ratios [7] .
Profitability Ratios
These ratios are used to assess the ability of the business to generate earnings in comparison with its all expenses and other relevant costs during a specific time period. More precisely, they indicate firm's profitability after taking into account all the expenses and income taxes.
Liquidity ratios
Liquidity ratios indicate the ability of the firm to meet recurring financial obligations. These ratios measure ability of the firm to meet its short term obligations, maintain cash position, and collect receivables.
Risk and solvency ratios
These ratios measure the risk and solvency of the firm and determine the probability that the firm default on its debt contacts. The more the debt a firm has the higher is the chance that firm will become unable to fulfill its obligations towards its clients.
Efficiency ratios
These ratios measure how effectively and efficiently the firm is managing and controlling its assets. It measures the amount of operating expense per CFAF of operating revenue and the managerial efficiency in generating operating revenues.
Total Operating Expenses Total Operating Revenue
In our study, Loans are considered to be the advances of the bank. The total revenue is considered to be the net spread before taking into account the provisions plus all other income. The total income is the net spread earned before the provision, plus all the other income of the bank, and the expenses are the total operating expenses. We also consider the operating revenue to be the net spread earned before provisions being made. 
The main indicators of ECOBANK -TOGO financial performance
As we can see on the graph below, all the keys indicators of Ecobank financial situation and wealth are in great evolution. This shows the remarkable effort it has made to maintain itself at the top of the leading financial institution across Africa. 
Findings and Discussion
The table below summarize all the ratios we've use to assess the performance of ECOBANK-Togo from the period 2005 to 2010. The whole risk and solvency ratios analysis suggest that the bank is more and more relying on debt financing rather than equity financing although the part of that debt financing is not so important compared to the total asset. This can be confirmed by taking a look to the DTAR ratio which is relatively small over the six years. The increment of the EM ratio shows that the bank is using more and more debt to convert into asset with share capital, and is therefore increasing it risk.
In term of efficiency, the analysis indicates that the bank is doing well since we can notice an increment of the AU ratio between 2005 and 2008 from 11.5% to 17.23%. it decrease to 16% in 2009 and reach 11.61% in 2010. At the same time the OE ratio remain very high during the whole period with respectively 100.73% in 2005 and 93.73% in 2010. The result shows that the bank is using effectively and efficiency it assets to generate revenues since its AU ratio is high and getting higher except in 2010 where we can notice a decrease relative to 2009.in the meantime the OE ratio is showing that that the operating expenses are not well controlled compared to the operating revenues.
Conclusion
This paper first analyzes the performance and the part of the Togolese banking sector in the economy by pointing out the challenges and risks that the sector faced the last few years. It's obvious that the financial system and especially the banking sector have a huge role to play in a country economy growth. In the case of Togolese economy, the part of the domestic credit in the GDP and the outstanding loans to the private and public sector clearly shows the importance of the banking sector in maintaining a substantial growth. Through the case of ECOBANK-Togo which shows how well the bank is performing in term of profitability, liquidity, risk and efficiency, the paper gives a well understanding of what can be the role of the banking sector in building a strong economy. But still much effort remains to be done on reforms and Togolese government has already realized that fact in view of all the structural reforms that have already been undertaken over recent years.
